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To: H. Carriker, Deputy Director Date:  June 4, 2009 

 Administration Division 
 
From: Brian A. Kwake Audit Control Number 

 Department of Fish and Game   WA-08-07 
 
 
Subject:    Audit Report – Revolving Fund Cycle 
 

As mandated by the Financial Integrity and State Manager’s Accountability 
Act (FISMA) and the State Administrative Manual (SAM) Section 20060, attached 
is the final audit report of the Department of Fish and Game’s (Department) 
revolving fund cycle for the period January 1, 2008 through December 31, 2008.  
The audit was conducted under the authority of the Audit Branch’s (AB) charter 
that established the AB as the unit responsible for conducting audits of the 
operating systems and programs of the Department. This audit was performed in 
accordance with the International Standards for the Professional Practice of 
Internal Auditing as required by the California Government Code, Section 1236. 

 
The Department’s response to the report generally agrees with our audit 

findings and recommendations.  The AB incorporated the Department’s response 
as Attachment A to this report. 

 
As part of the AB’s follow-up process, within six months of the date of this 

report, please submit a separate update to the AB on the status of the 
Department’s corrective actions. 

 
We would like to thank the Accounting Services Branch staff for their time 

and cooperation.  Should you have any questions, please contact Meredith 
Taylor at (916) 445-3778. 
 
Attachment 
 
cc: J. McCamman 
 C. Jones 
 H. Kiyan 
 W. Fong 

 Audit File 
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SUMMARY 
 
 
 The Department of Fish and Game’s (Department) Audits Branch (AB) performed 
an audit of the Department’s revolving fund cycle.  The audit was conducted to 
determine whether internal accounting and administrative controls over the revolving 
fund cycle were adequate to ensure that written policies and procedures exist for 
properly administering and controlling the revolving fund, advances to the revolving fund 
are properly administered, the revolving fund is used for authorized purposes, 
accountability for the revolving fund is maintained, and revolving fund reimbursement 
claims are properly supported.  The audit found the internal control structure over the 
revolving fund cycle to be adequate, except for the following three areas: 
 

•  Untimely clearance of revolving fund advances (Finding 1); 
 
•  Change funds are not properly accounted for (Finding 2); and 
 
•  Reporting of deficient claims for reimbursement are not prepared (Finding 3). 
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BACKGROUND 
 
 
 To ensure that State agency internal control systems are in place and operative, 
the Legislature enacted “The Financial Integrity and State Manager’s Accountability Act 
(FISMA) of 1983” (California Government Code Sections 13400 – 13407).  FISMA 
places the responsibility for establishing and maintaining an agency’s system of internal 
accounting and administrative controls with the agency head.  State agencies are 
required to review their agencies’ internal control structure every two years.  
Accordingly, as part of the continuing internal control audit requirement, the 
Department’s revolving fund cycle was selected for audit. 
 
 California Government Code (CGC), Section 13403, states that the elements of a 
satisfactory system of internal accounting and administrative controls include: 
 

• Proper segregation of duties to safeguard State assets; 
 
• Limiting access to State assets to authorized personnel who require those assets 

in the performance of their assigned duties; 
 
• An adequate system of authorization and record keeping to provide effective 

accounting control over assets, liabilities, revenues, and expenditures; 
 
• An established system of practices to be followed in performance of duties and 

functions; 
 
• Hiring qualified personnel commensurate with their responsibilities; and 
 
• An effective system of internal review. 
 

Per CGC Section 1236, internal accounting and administrative control audits will 
be conducted in accordance with the International Standards for the Professional 
Practice of Internal Auditing issued by the institute of Internal Auditors, Inc.  Lastly, the 
Department of Finance (DOF), Office of State Audits and Evaluations (OSAE) 
recommends the use of their Audit Guide for the Evaluation of Internal Controls to meet 
the internal accounting and administrative control auditing requirement. 
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SCOPE, METHODOLOGY, AND 
OBJECTIVES 

 
 
 The AB audited the Department’s revolving fund cycle for the period January 1, 
2008 through December 31, 2008.  Our audit was conducted in accordance with 
Governmental Auditing Standards issued by the comptroller General of the United 
States and the International Standards for the Professional Practice of Internal Auditing 
issued by the Institute of Internal Auditors, Inc. 
 
 Using the DOF-OSAE’s Audit Guide for the Evaluation of Internal Controls, the 
following procedures were performed during the audit:  interviews of key personnel; the 
completion of checklists and internal control questionnaires; identifying controls 
strengths and weaknesses; the review of applicable laws and regulations; the 
performance of compliance testing of the revolving fund function; documenting and 
evaluating adequate separation of duties; the analysis of supporting documents, forms, 
and reports; and other audit procedures as required. 
 
 The objectives of the audit were to provide the Department’s management with 
reasonable, but not absolute, assurance that: 
 

• There are written policies and procedures for properly administering and 
controlling the revolving fund;  

 
• Advances to the revolving fund are properly administered; 

 
• The revolving fund is used for authorized purposes; 

 
• Accountability for the revolving fund is maintained; and 

 
• Revolving fund reimbursement claims are properly supported. 
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CONCLUSION 
 
 
 In our opinion, the Department has properly supported the revolving fund cycle 
transactions for the period January 1, 2008 through December 31, 2008.  The internal 
accounting and administrative control structure over the revolving fund function on  
December 31, 2008, taken as a whole, was sufficient to meet the objectives stated 
above insofar as those objectives pertain to the prevention or detection of errors or 
irregularities in amounts that would be material in relation to the processing of 
transactions within the revolving fund cycle, except for the weaknesses described in the 
Findings and Recommendations Section of this audit report. 
 
 
 
 
 
________________________________ 
Brian A. Kwake, Chief 
Audits Branch 
 
 
 
June 4, 2009 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Audit Staff: Meredith Taylor, Auditor 
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FINDINGS 
AND 

RECOMMENDATIONS 
 
FINDING 1    UNTIMELY CLEARANCE OF REVOLVING FUND 

ADVANCES 
 
The ASB does not always clear vendor payments promptly, collect 
travel and salary advances from employees timely, or maintain 
adequate salary advance accounting records.  Specifically:  
 

• Revolving fund vendor payments include disbursements 
made in order to obtain vendor discounts, payments 
made to avoid late payment penalties, and payments for 
employee training costs.  ASB does not always submit 
claim schedules to clear vendor payments promptly.  
However, for the period December 31, 2007, through 
December 31, 2008, ASB has reduced the outstanding 
amount.  For example, on December 31, 2007, ASB 
reported outstanding vendor payments of $2,763,244 
with $1,238,642 outstanding for over 120 days.  As of 
December 31, 2008, ASB reported outstanding vendor 
payments of $875,191.  Of this amount, $699,862 had 
been outstanding for over 120 days.  Some of the 
outstanding payments date back to November 1999.   

 
• ASB did not clear all outstanding employee travel 

advances timely.  As of December 31, 2008, ASB 
reported outstanding travel advances of $190,191.65.  Of 
this amount, $110,476.34 (58%) had been outstanding 
for over 120 days with some as old as November 1999.   

 
• Salary advances are approved without reasons specified 

on the authorization form; 
 
• ASB did not clear all outstanding employee salary 

advances timely.  As of December 31, 2008, ASB 
reported outstanding salary advances of $282,184.  Of 
this amount, $246,026.00 (87%) had been outstanding 
for over 120 days with some dating to November 1999; 
and 
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• As of December 31, 2008, the revolving fund was 
overdrawn by $66,669.03. 

 
Revolving fund monies are not available for use when vendor 
payments, travel and salary advances are not properly cleared.  
Failure to clear travel and salary advances due from employees 
may result in the loss of state funds if the employees leave state 
service without repaying the advances 
 
State Administrative Manual (SAM), Section 8116.2 requires that a 
travel expense claim be submitted as soon as possible after the 
travel assignment but not less than once a month. 
 
SAM, Section 8776.7 requires the Department to collect salary 
advances from the subsequently issued payroll warrants.  
Additionally, SAM Section 8595 states that the specific reason for 
the advance must be written on the request. 
 
SAM, Section 8047 requires agencies to make every effort to 
prevent overdrafts by not drawing checks against cash received but 
not yet deposited and to schedule claims for reimbursement of 
office revolving funds promptly. 
 
CGC, Section 13402, requires that a satisfactory system of internal 
accounting and administrative controls include a system of record 
keeping that is adequate to provide effective accounting control 
over assets, liabilities, revenues, and expenditures. 
 
 
RECOMMENDATION 
 
We recommend the Department: 
 

• Continue improving its efforts to promptly clear all 
outstanding vendor payments through the claim schedule 
process; 

 
• Review all outstanding travel and salary advances to 

determine whether they are collectible and pursue 
collection or reimbursement of all appropriate items.  If 
collection efforts fail, ASB should request discharge of 
accountability for uncollectible items from the Victim 
compensation and Government Claims Board; and 

 
• Modify the current salary advance form to include a 

section documenting the reason for the advance. 
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ASB 
Response: ASB agrees with the finding and recommendation.  Procedures 

have been developed and implemented to ensure all Salary, Travel 
and Expense Advances are cleared timely and to ensure the 
Revolving Fund is reimbursed within the requirements of the State 
Administrative Manual. 

 
 ASB will continue to research, identify, and resolve outstanding 

expense advances and submit those that are deemed uncollectible 
to the Department of Finance (DOF) or Victim Compensation and 
Government Claims.  ASB met with Human Resources Branch staff 
to revise the Salary Advance form to include a reason for the Salary 
advance.  The form is being completed for use by Department staff. 

 
AB 
Comments: The ASB response satisfactorily addresses our recommendation. 
 
 
FINDING 2    CHANGE FUNDS ARE NOT PROPERLY 

ACCOUNTED FOR 
 

ASB does not exercise control over its change funds in accordance 
with the SAM.  Specifically: 

 
• Of the 33 assigned change fund accounts, six were over 

$500.  Change funds over $500 are required to be 
reconciled on a monthly basis; however, the 
reconciliations were not performed; 
 

• Some of the accounts provided reconciliations to ASB 
occasionally, but the account number and name on the 
reconciliation form could not be identified; and 
 

 ASB preformed no follow-up with the assigned accounts. 
 

Failure to properly account for change funds may result in the loss 
of State funds to the Department. 
 
SAM Section 8111.2 states that the custodian will be personally 
responsible for the amount advanced from the revolving fund.  
Transfers of custody will be accomplished only after a personal 
audit of the fund has been made by the employees directly 
concerned and a receipt has been given by the newly assigned 
custodian to the custodian being relieved.  A copy of such receipt 
signed by both parties will be delivered to the Accounting Officer.   
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An employee other than the custodian of the change or petty cash  
 
fund will count for it in accordance with the following schedule and 
report the count to the Accounting Officer:  $200 or less, annually; 
$200.01 to $500.00, quarterly; $500.01 to $2,500.00 and over, 
monthly. 

 
 

CGC, Section 13402, requires that a satisfactory system of internal 
accounting and administrative controls include a system of record 
keeping that is adequate to provide effective accounting control 
over assets, liabilities, revenues, and expenditures. 
 
 
RECOMMENDATION 
 
We recommend ASB properly account for all change fund accounts 
by performing the change fund reconciliations in accordance with 
SAM Section 8111.2, and update the change fund reconciliation 
form to include an account number.  In-addition, notify all change 
fund account holders of their reporting requirements. 

 
ASB 
Response: Each change fund account has been accounted for and an annual, 

quarterly, or monthly reconciliation has been established.  
Custodians are required to submit their reconciliations to ASB 
based on amounts advanced in accordance with the State 
Administrative Manual.  Notices were sent to all custodians advising 
them of the new procedures to fulfill the reporting requirements. 

 
AB 
Comments: The ASB response satisfactorily addresses our recommendation. 
 
 
FINDING 3  INADEQUATE REPORTING OF DEFICIENT  

CLAIMS FOR REIMBURSEMENT 
 
ASB does not submit the annual report of the office revolving fund 
deficiency claims for reimbursement to the Department of Finance, 
Office of State Audits and Evaluations.  The SAM Section 8072 
requires that for each fiscal year, agencies prepare and submit a 
report of office revolving fund deficiency claims for reimbursements 
whether or not such claims were filed.  The report will be submitted 
to Department of Finance, Office of State Audits and Evaluations, 
by September 30th. 
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RECOMMENDATION
 
We recommend ASB prepare and submit the annual report to the 
Department of Finance, Office of State Audits and Evaluations, in 
accordance with the SAM Section 8072. 

 
 
 
ASB 
Response: At the end of Fiscal Year 08/09, an Application for Discharge from 

Accountability report will be filed with the Department of Finance to 
comply with the State Administrative Manual. 

 
AB 
Comments: The ASB response satisfactorily addresses our recommendation. 
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